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companies, it is not taxable because it is not employed within
the state ; but so far as its capital is invested in the bonds of
foreign corporations taken in return for the sale of patent
rights, it is taxable.1 In another case it was held that the
proportion of sales within the state to the total sales of a
foreign corporation is not a fair test of the capital employed
within the state. Sales may be made by sample, so that
the corporation may simply keep an office in the state and
employ none of its capital there.2

In some recent laws, as in Kentucky, the proportion of the
capital stock which is taxed must bear the same proportion
to the entire capital stock that the corporate receipts in the
state bear to the total corporate receipts. This is a simple
solution of the problem, but falls properly under the head-
ing of double taxation of receipts, to be discussed below.

3. Interstate taxation of non-resident bondholders or stock-
holders. The subject of the taxation of corporate stock or
bonds is complicated in another way by the question of extra-
territoriality. The problem is this: Can a corporation,
even though its capital be employed wholly within the state,
be taxed on its capital or bonded debt if these are owned in
part by residents of another state?

The federal Supreme Court has arrived at some very
remarkable conclusions. So far as bonds are concerned,
the above practice has been pronounced unconstitutional.
In one case it has been held that a state tax on bonds issued
by a railroad company and secured by a mortgage on a line
lying partly in another state was void, because the state was
taxing to that extent " property and interests beyond her
jurisdiction."3 A later case went further and decided in
general terms that a tax on corporate bonds is invalid as to
non-resident owners, because the debts are not the property

1 People ex rel Edison Electric Light Co. vs. Campbell, 139 N. Y. 643
(1893).

2 People ex rel The Seth Thomas Clock Co. vs. Wemple, 133 N. Y. 323
(1892),

8 Railroad Company vs. Jackson, 7 Wall. 202.